WORLD WIDE 


Monenco Limited 


COVER: An International Company 


Symbolic of Monenco’s international scope, the flags rep- 
resent some of the countries in which we have worked. 
The list includes: Argentina, Australia, Bolivia, Brazil, Burma, 
Canada, Ceylon, China, Colombia, Dominican Republic, El 
Salvador, Finland, Germany, Greece, Guyana, Hungary, 
India, Iran, Iraq, Italy, Jamaica, Kenya, Mexico, Morocco, 
New Zealand, Nigeria, Pakistan, Panama, Paraguay, Peru, 
Philippines, Portugal, Rumania, Singapore, South Vietnam, 
Spain, Sudan, Taiwan, Tanzania, Trinidad & Tobago, Turkey, 
Uganda, United Kingdom, United States, Uruguay and 
Venezuela. 


Currently our 1,700 employees are engaged in projects on 
six continents. 


AWARDS 


During 1971, Monenco companies received three honors for 
engineering achievements: 


Jack K. Sexton, Vice-President of Montreal Engineering 
Company, Limited, was decorated with the Order of Rio 
Branco by the Government of Brazil. This honor, awarded 
to nationals and others for exemplary contributions to Brazil, 
has so far only been presented to two other Canadians. Mr. 
Sexton directed a power study of South Central and South 
Brazil, one of the largest of its kind ever undertaken. (He is 
shown at left of picture, top, right) 


Top honor — an Award of Excellence — went to Montreal 
Engineering in the annual awards program of the Asso- 
ciation of Consulting Engineers of Canada. MECo’s winning 
project was the Highvale Mine in Alberta, a coal strip mine 
which provides low-cost fuel for Calgary Power Ltd.’s 
Sundance Thermal Plant. 


In the same program, Hoyles Niblock International Ltd. 
received an Award of Merit for an addition to the National 
Iranian Oil Company’s Microwave System, which carries 
speech and telegraphy to various points along its pipeline 
route. 
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Etat consolideé du revenu — en milliers de dollars 


pour les six mois 
terminés le 30 juin 
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Amortissements ..... 


Revenu d’exploitation 
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Revenu net ............. 
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Etat consolidé de provenance 
et d’emoploi du fonds de roulement — enmilliers de dollars 


1971 1970 

$. 9,552 $ 8,553 
8,523 7,719 
49 56 
8,572 7,775 
980 778 

82 83 
1,062 861 
552 455 


$ 510 $ £406 


35¢ 28¢ 


pour les six mois 
terminés le 30 juin 


Provenance du fonds de roulement 
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Amortissements 


Imp6ts sur le revenu reportés 


Moins: fonds d’exploitation retenus par les compagnies associées (net) 
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Emploi du fonds de roulement 
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1971 1970 
3.510 $ 406 
49 56 

195 315 
754 777 
116 133 
638 644 

16 856 

23 12 

146 146 
185 1,014 
453 (370) 
4,023 4,628 
$ 4,476 $ 4,258 
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WORLD-WIDE 


Mionenco Limited 


Interim Report to the Shareholders 
for the six months ended 
June 30, 1971 


We are pleased to submit the interim 
report of income for the six months 
ended June 30, 1971 with comparative 
figures for 1970. 


Montreal, Quebec 


August 25, 1971. President 


monenco limited 


PLACE BONAVENTURE, MONTREAL 114, CANADA 
CORRESPONDENCE: 
P.O, Box 777, Place Bonaventure, Montreal 114 


Tel: (514) 395-3636 
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MONENCO PROFITS CONTINUE TO INCREASE 


Monenco Limited's net income from operations increased by 53% to 
$1,091,000 for 1971, against an increase of 53% to $711,000 a year 
earlier. Earnings per common share were 75 cents, compared with 49 


cents in 1970. 


The firm's annual report, issued today, shows an increase in revenue 


of 9% to $18,506,000. In 1970 its increase in revenue was 11Z to $17,042,000. 


A changeover from a semi-annual to a quarterly dividend policy was 

announced by Monenco in the first quarter of 1972 and an initial quarterly 
dividend of 73 cents per share was paid on March 1. According to Christopher 
Ritchie, president, extra dividends will be declared when warranted. In 


1971 shareholders received a total of 30 cents per share in dividends. 


Listed on the Montreal and Toronto Stock Exchanges, and Canadian owned and 
controlled, Monenco Limited is a holding company for a number of leading 
firms in diversified areas of consulting. The annual report discloses 

that Monenco companies signed 10 large new contracts in 1971. Among them 
are: a 400,000 kilowatt thermal power station in Singapore; design and 
construction management of the Rayonier Quebec Pulp Mill; a national 
airports plan for Jamaica; design of a subway in Melbourne, Australia; 
rehabilitation of the Glace Bay Heavy Water Plant; and a large transmission 


line study in Brazil. 


Monenco expects 1972 to be a good year, somewhat better than 1971, and 


the report stresses the increasing importance of its international markets. 


3905 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Mone0380_ 1971 


MONENCO LIMITED 
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W. R. Davis 
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A. W. Howard 

C. F. Mallory 

J. K. C. Mulherin 
N. Rivington 

C. Ritchie 

J. K. Sexton 

W. J. Smith 

D. Stairs 

M. G. Taylor 


Head Office 
Calgary, Alberta 


Principal Office 
Place Bonaventure, Montreal, Quebec 


The Monenco Companies whose operations 
are covered by the Financial Statements 
included in this report are: 


MONENCO LIMITED 

Wholly Owned Subsidiaries: 
Montreal Engineering Company, Limited 
Montreal Engineering (Overseas) Limited 
Montreal Engineering (Eastern) Limited 
Monenco Computing Services Ltd. 
Monenco Jamaica Limited 

Monenco Asia (Pte.) Ltd. 

Montec Ltd. 


Associated Companies: 

Montreal Engineering International Limited 
Canatom Ltd. 

Caseco Consultants Limited 

Consorcio Baricentro-Montreal Engineering 
Crippen Engineering Ltd. 


D. Stairs, Chairman 

C. Ritchie, President 

A. W. Howard, Vice-President 

W.R. Davis, Vice-President 

J. K. Sexton, Vice-President 

M. G. Taylor, Vice-President 

C. F. Mallory, Vice-President 

J. K. C. Mulherin, Vice-President 

N. Rivington, Vice-President 

W. J. Smith, Vice-President ete 
H. B. Curtis, Secretary-Treasurer 7 oT 
F.C. Palmer, Assistant Secretary 
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Transfer Agent and Registrar 


Montreal Trust Company, 
Calgary, Montreal, Toronto and Vancouver 


Auditors 
Price Waterhouse & Co., Montreal 


E. & B. Cowan Ltd. 

Edmunde Newhall Associates Ltd. 

G. E. Crippen & Associates Ltd. 

Hallmark Engineering Ltd. 

Hatch Associates Ltd. 

La Société d'Ingénierie Cartier Limitée 
Larmont Mill Process Consultants Limited. 
Mon-Max Services Ltd. 

Professional Printing Services Ltd. 
Saskmont Engineering Ltd. 

ShawMont Newfoundland Limited 
ShawMont Ltd. 

Sheppard T. Powell Consultants Limited 
Teshmont Consultants Ltd. 

Tidal Power Consultants Ltd. 

Victus Consultants Ltd. 

Wade Reproduction Services Inc. 
Western Canada Hydraulic Laboratories Ltd. 
Western Fly Ash Ltd. 


Report to Shareholders 


Operations 


The year 1971 was one of progress for Monenco Limited. 
Revenue from operations increased 9% to $18,506,000, and net 
income from operations increased 53% to $1,091,000. Earn: 
ings per common share were 75 cents, compared with 49 cents 
in 1970. A dividend of 10 cents per share was paid on June 1, 
and on December 1 the regular dividend was increased to 15 
cents per share and a special dividend of 5 cents per share 
was paid, making a total distribution of 30 cents per share in 
the year. 


The Company's policy has been to pay regular dividends on a 
semi-annual basis and, when conditions permit, to declare an 
extra dividend payable at year end. Beginning with the first quarter 
of 1972 this policy was amended and dividends henceforth will 
be paid on a quarterly basis with extras declared when war- 
ranted. An initial quarterly dividend of 7%2 cents per share was 
declared on February 2, 1972, and paid on March 1, 1972. 


In general the subsidiary and associated companies increased 
their level of operations in 1971 compared to 1970. Contracts for 
several major new projects were signed including the following: 


Jamaica Airports Project 
(Montreal Engineering — Kates, Peat, 


Marwick, Joint Venture) Jamaica 
Kainji Hydro-Electric Plant eter 

fhaewireal Engineering) . Nigeria 
Melbourne Subway Preliminary Engineering 

(Hatch Associates Ltd.) Australia 
Senoko Thermal Plant 

(Montreal Engineering, Monenco Asia, 

Montreal Engineering Overseas) . Singapore 


Sete Quedas Transmission Line Study 

(Montreal Engineering Overseas, Monasa) Brazil 
Utility Engineering and Management 

Consulting Services 

(Montreal Engineering, Monenco Jamaica) Jamaica 


Glace Bay Heavy Water Plant Rehabilitation 
(Canatom — Mon-Max Services Joint 


Venture) Nova Scotia 
Lakeview Thermal Plant Bue Homey. 

(Montreal Engineering) . : Ontario 
Rayonier Quebec Pulp Mill Deion 

(E. & B. Cowan) . ; Quebec 
Rayonier Quebec Pulp Mill Cor micion 

Management 

(Société d'Ingénierie Cartier) . Quebec 


In addition to the foregoing, work continued on the following 
major projects in 1971: 


Bayano Hydro Project 


(Montreal Engineering Overseas) Panama 
Maskeliya Oya Hydro Plant 

(Montreal Engineering) Ceylon 
Rajasthan Nuclear Power Plant 

(Montreal Engineering) . . . . . . India 
Taiwan Research Reactor 

(Canatom) . Taiwan 
Bighorn Hydro Bevelopncnte 

(Montreal Engineering) : , Alberta 
Boundary Dam Thermal Plant Unit No. 5 

(Saskmont) : : Senta ks Saskatchewan 
Bruce Fossil-Fuelled ea Plant 

(Montreal Engineering) Ontario 


Stephenville Liner Board Mill 
(E. & B. Cowan) . 


Nelson River Transmission mae 


Newfoundland 


(Teshmont) ; Manitoba 
Point Tupper Thermal Plant SMona@A 

(Montreal Engineering) Nova Scotia 
Ruttan Lake Mine Facilities 

(Montreal Engineering) Manitoba 
Sidbec Steel Meltshop 

(Hatch Associates Ltd.) . Quebec 
Sundance Thermal Plant Unit No. 2 

(Montreal Engineering) : Alberta 
Thunder Bay Newsprint Mill Extension 

(E. & B. Cowan) . cae. teat Ontario 


Among the major projects completed during the year were 
Holyrood Thermal Station No. 2 Unit by ShawMont Newfoundland 
in Newfoundland, the Ariguani Agricultural Study by Montreal 
Engineering in Colombia, the ferronickel smelter by Hatch 
Associates in the Dominican Republic, and the Swan Hills Com- 
pressor Station by Mon-Max in Alberta. 


It can be seen from the foregoing list that many of the new 
assignments are for power projects or related studies and are 
for clients outside of Canada. The additional work acquired in 
1971 in the offshore market contributed substantially to the 
projects now in hand. While Hatch Associates operated at capa- 
city in 1971, there was some decline in backlog reflecting the 
adverse market conditions faced by the metals industry. E. & B. 
Cowan's backlog of pulp and paper mill design maintained its 
high level and the company operated at capacity during 1971. 
Mon-Max Services Ltd. had a disappointing year. However, in 
the autumn a joint venture of Mon-Max Services Ltd. and Canatom 
Ltd. was awarded the contract covering the rehabilitation of the 
Glace Bay Heavy Water Plant in Nova Scotia, which is one of 
the largest contracts of its kind ever obtained by a Canadian- 
owned and operated engineer-construct group. 


Development 


In order to further develop offshore markets and to meet the 
needs of clients, the following new foreign companies were 
formed during 1971: 


Monenco Asia (Pte.) Ltd., formed in Singapore as the local en- 
tity needed to carry out the Senoko Thermal Plant design, and 
to provide a base for operations in Southeast Asia. 


Monasa Empresas Associadas de Engenharia Ltda., a new 
Brazilian company formed in association with a Brazilian group 
of engineers to carry out the Sete Quedas transmission study and 
provide an entity to pursue further work in that country. 


Monenco Jamaica Limited, providing utility engineering and 
management consulting services in Jamaica. 


Development of business in foreign markets has been necessary 
to maintain diversity in the Company's revenue sources, and 
1971 was particularly successful in this respect. Equally satis- 
factory, however, was further penetration of the central Canada 
market. The following table compares the 1971 geographical 
distribution of revenue compared to 1970. Also shown is a tabu- 
lation of the revenue sources by type of service. 


Monenco Revenue 
Geographic Distribution 


Percentages 
1970 1971 
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International Events 


Two significant international events occurred during the year 
which caused concern to the Monenco companies operating in 
various parts of the world, namely, the India-Pakistan war and 
the restrictive international measures introduced by the United 
States Government on August 15 as an initial step towards solv- 
ing its balance of payments problem. Fortunately the war has 
ended. Operations of your Company in India were unaffected by 
the conflict. The removal of the restrictive measures by the 
United States and the realignment of the currencies of the Group 
of Ten nations in December ended a period of concern and 
pessimism both in Canada and abroad. Among the longer term 
measures implemented to correct its adverse balance of pay- 
ments, the United States has begun to allow attractive tax de- 
ferrals to ‘‘Domestic-International Sales Corporations” (DISC). 
DISC will provide a new incentive to American firms operating 
in the export market. 


Legislation 


The new Federal Income Tax Act based on the ‘'Proposals for 
Tax Reform” published originally in White Paper form became 
effective as of January 1, 1972. The Sections of the White Paper 
which would have adversely affected your Company's business 
and which were reported herein a year ago were modified some- 
what before the proposals were transformed into legislation. Of 
most significance is the granting of a period of ten years for 
professional corporations to change from a cash to an accrual 
basis for reporting income for tax purposes; and where tax 
treaties do not apply, a grace period ending in 1975 is being 
allowed on business income of foreign subsidiaries before such 
income will be taxed at an equivalent Canadian corporation tax 
rate. Failure to obtain complete relief from all the proposed 
adverse changes in the tax law is disappointing, particularly in 
view of the recent adoption by the United States Government of 
the DISC legislation. These factors taken together will make it 
more difficult for your Company to compete at home and abroad, 
especially with its American counterparts. 


Your Company's concern with new legislation at the Federal level 
is now directed towards the impending Bill C-256, The Compe- 
tition Act and as was done in the case of the tax reform legisla- 
tion, vigorous representations are being made to the Government. 
These are being put forward through the Association of Consult- 
ing Engineers of Canada, the Canadian Export Association, the 
Canadian Nuclear Association, and the Corporation of Engineers 
of Quebec. Of particular concern is the proposal to include all 
services, professional or otherwise, within the scope of federal 
regulation, despite the fact that the professions are well regulated 
by provincial legislation. The profession in general is concerned 
over the proposed status of joint ventures and the requirement 
to register all mergers which may then be approved or disap- 
proved. The joint venture has become a recognized means of 
pooling Canadian engineering talent to compete with very large 
foreign firms operating in both the Canadian and offshore 
markets. Of further concern is the disturbing proposal that the 
tribunal which would be created to administer the new law would 
not be bound by firm rules or legal precedents as a basis for its 
decisions. Unfavourable public reaction to the Bill has brought 
about its withdrawal, and the Government appears to be mod- 
ifying its stand on a number of the most controversial issues. 


Future Prospects 


The current view of most authorities indicates that 1972 will be 
a good year, somewhat better than 1971, and possibly the transi- 
tion year between the recent recession and the next major 
expansion period. Traditionally growth of Canada’s and the 
world’s economy has been influenced to a great degree by the 
trend of business in the United States. Hence, the strong and 
healthy U.S. economy which is predicted for 1972 is expected to 
provide stimulus to Canada’s advance. The realignment of cur- 
rencies that was accomplished in December 1971 restored con- 
fidence to a considerable degree and it is hoped that a new era 
of stability has been reached. Nevertheless, the continuing 
balance of payments difficulties and the failure to implement 
stronger measures to curb inflation in the United States continues 
to create some uncertainty internationally. Accordingly, while the 
climate for expansion of the consulting business in Canada and 
abroad has improved considerably since late 1971, the prospects 
for the immediate future must be viewed with caution. 


Internationally, your Company’s business development efforts 
of the past few years have begun to show the hoped-for results. 
In 1972 Monenco will have been providing services to the Brazi- 
lian power industry for ten years. The formation of Monasa, the 
new Brazilian subsidiary, will provide a basis for the consolidation 
of your Company's position in that country and a vehicle to 
facilitate further market penetration. 


The satisfactory development of Monenco’s export business has 
been materially assisted by co-operation from Federal Govern- 
ment agencies, and the financing offered by the Export Develop- 
ment Corporation and Canada’s commercial banks. The relatively 
lower value of the Canadian dollar since December in many 
countries will enhance the competitive position of Canadian 
exporters. Except for increasing American competition and ad- 
verse effects of the new Income Tax Act, the export market for 
Canadian services now appears brighter than ever. 


In 1971 a Monenco company, Hatch Associates Ltd., was suc- 
cessful in its efforts to attract business in the United States, and 
initial reports indicate that further assignments should be forth- 
coming. 


Turning now to the Canadian market, investment in industrial and 
other business projects should be favourably influenced by the 
abatement of the world monetary crisis, the removal of the U.S. 
import surcharge and the final passing of the new Income Tax 
Act. Projects deferred or shelved during the period of tax uncer- 
tainty and later during the monetary crisis will be revived and 
evaluated under known tax conditions as business activity picks 
up. As these industrial projects are initiated the volume of Hatch 
Associates’ business may be expected to improve. The growth 
in electric power requirements in an expanding Canadian 
economy provides the basis for the continuing expansion of 
engineering services to the electric utilities. 


Continued and increasing demand is expected for services in 
the areas of pollution control and environmental studies, both in 
Canada and abroad. During 1972 your Company will be taking 
steps to coordinate and strengthen its efforts in this field which 
has become of paramount importance both to industry and the 
general public. Your Company is also participating, through 
PEMCAN, in Gas Arctic’s efforts to secure a franchise to bring 
gas from the north down the Mackenzie Valley to markets in 
Canada and the United States. Modest growth is anticipated in 
the business of E. & B. Cowan for 1972. 


In general greater volume of sales with possibly some further 
improvement in margins is expected for 1972. 


General 


Mr. George L. Gilker, Secretary-Treasurer, retired in 1971. Mr. 
Gilker has had a long and effective career with the Company 
both at home and abroad. His contributions to the Company's 
progress have been many. Mr. H. Barrie Curtis, C.A., has been 
appointed Secretary-Treasurer to succeed him. 


Much of this Report is devoted to Monenco’s international 
business. The inside cover shows recent awards for outstanding 
professional work which have been received by this Company 
and its engineers. Two of the awards relate to work abroad. The 
award to Mr. Sexton is particularly gratifying in recognition of 
the outstanding work he has performed in Brazil over the past 
ten years. Monenco’s high reputation is based on the efforts of 
its many employees and the receipt of these awards indicates 
the stature which they have achieved. It is a great pleasure to 
offer them congratulations and thanks for their hard work and 
continued support. 


Submitted on behalf of the Board, 


March 23, 1972. 


CRC RE. 
President. 


Scenes below typify three countries in which Monenco 
companies are working: (1) BRAZIL — where Montreal 
Engineering (Overseas) Ltd. and MONASA are carrying 
out a study for ELETROBRAS on the transmission systems 
associated with the Sete Quedas Hydro Project, with a 


projected capacity of approximately 12,000 MW. (2) SIN- 
GAPORE — location of a large thermal power project by 
MECo. (3) AUSTRALIA — A joint venture of three firms 
including Hatch Associates Ltd. is handling the preliminary 
design of an underground rail loop system in Melbourne. 


MONENCO LIMITED 
Ten Year Review 


(in thousands of dollars) 


Net income for the year, 


Revenue from Net income after extraordinary items 

Years operations from operations and minority interest Years 
1962 3,200 AO 1308 1962 
1963 3,486 92 82 1963 
1964 SRONIE 388 349 1964 
1969 616 501 449 1965 
1966 10,010 720 809 1966 
1967 12,842 822 754 1967 
1968 LSA 962 1,061 1968 
1969 15,820 675 805 1969 
1970 17,042 TAA TM 1970 
1971 18,506 1,091 1,091 1971 
Accounting Policy 


Monenco carries on its consulting practice through 
wholly-owned subsidiaries and associated compa- 
nies. These associated companies include engineer- 
ing Companies in which Monenco has purchased 
substantial interests and joint venture companies 
established to carry out a specific project or provide 
a specialized service. 


The accounts of the wholly-owned subsidiaries are 
fully consolidated with those of Monenco. 


Monenco’s share of the revenue, operating expenses 
and income taxes of the associated companies, after 


elimination of inter-company charges, has been 
included as such in the consolidated statement of 
income. This has been done to avoid distortion of 
profit margins and tax charges and to present fairly 
the extent of Monenco’s activities. 


The investment in the associated companies is car- 
ried in the consolidated balance sheet at cost plus 
Monenco’s share of undistributed earnings since 
acquisition. This presentation shows that although 
Monenco will receive these profits as dividends the 
underlying assets are not immediately available for 
Monenco’s use. ) 


MONENCO LIMITED 


Consolidated Balance Sheet 
December 31, 1971 


Assets 


Cash ewe Ns as 
Short term notes and deposits . 
Accounts receivable 
Income taxes recoverable . 
Prepaid expenses 
Current assets 
Investments — Associated Companies (Note 1) 
— Other, at cost 


Furniture and equipment, at cost.less accumulated depreciation 
of $335,000 ($308,000 in 1970) 


Liabilities 
Accounts payable 
Current income taxes 
Deferred income taxes (Note 2) . 
Current liabilities including deferred income taxes 


Shareholders’ Equity 
Share Capital 


Authorized: 2,000,000 Common shares of no par value, 
Carrying one vote per share 


500,000 Special common shares of no par value, 


Carrying five votes per share 
Issued: 1,191,901 Common shares . 
268,096 Special common shares 


Retained earnings 


Approved by the Board, 
D. STAIRS, Director. 
C. RITCHIE, Director. 


1971 1970 
(in thousands) 
$ 274 > 95 
1,077 865 
3,551 3,165 
= 285 
60 52 
4,962 4,462 
2,483 2,167 
275 223 
234 244 
$7,954 $7,096 
$ 415 $ 439 
59 aa 
1,401 Heocl 
1,875 1,670 
1,662 1,662 
125 125 
4,292 3,639 
6,079 5,426 
$7,954 $7,096 


MONENCO LIMITED 


Consolidated Statement of Income 
for the year ended December 31, 1971 


Revenue from operations . 
Operating expenses 


Depreciation and amortization 


Income from operations 


Interest and other income . 


Provision for income taxes 


Net income 


Net income per share . 


Consolidated Statement of Earnings Retained in the Business 
for the year ended December 31, 1971 


Balance at beginning of year . 


Net income for the year . 


Dividends paid 


Balance at end of year . 


Dividends per share . 


1971 1970 
(in thousands) 
$18,506 $17,042 
16,410 15,902 

118 100 
16,528 15,682 
1,978 1,360 
190 214 
2,168 Io 
1,077 860 
$ 1,091 & fi 
75¢ 49¢ 
1971 1970 
(in thousands) 
$ 3,639 $ 3,220 
1,091 711 
4,730 3,931 
438 292 
$ 4,292 > 3,639 
30¢ 20¢ 


MONENCO LIMITED 


Consolidated Statement of Source and Application of Working Capital 
for the year ended December 31, 1971 


Source of Working Capital 1971 1970 
(in thousands) 

DISC OMe IOC. VCOLin «Goes Hick Le cm es on ages ae $1,091 Senet 
Peeiecitionrancramonization =: Ws a. Pe a a ee 118 100 
DercieouncOmentaxes=.) » eas. EIS GS oa ok 4 OR RE ee ee 170 80 
AED ES 

Less: Net funds from operations retained by 
PE COCIEI CCRC OMG MICSt mn Paem ares eh cs 8 ce. Mee heheh tee 190 208 
CaO WahOlmOOClalONS! te.) 0 Ve Gg to ws be oe 1,189 683 
SaleromnVvesiMomisue mn ok FOR ee, te eS — 13 
4489 ~~~::«CG 


Application of Working Capital 


Deemer eee a ee pe a te 438 292 
Imvesiments im associated companies ¢95° 6 4a: 5 «9s © 2 = 4 6 @ 184 835 
ineainvesimenms = = slo) a Boe Ge ee oe ee ee me oe 57 150 
PUG hASeeOTIXCCRASSEIS 6) Gl ee teacu etal aoe A SL ee Pee ees 45 24 

724 1,301 
Increase (decrease) in working capital. . 2. - 6 6 ee ees 465 (605) 
Working:capitalat beginning Of year 0 6. ee 4,023 4,628 
Mworno Capital aend of year (Note:2).. 2 42 ow ee $4,488 $4,023 


Explanatory Notes to the Consolidated Financial Statements 


1. Principles of Consolidation 


The consolidated Financial Statements include the 
accounts of the Company’s wholly owned subsidia- 
ries. The investments in associated companies are 
carried at cost plus undistributed earnings, which 
exceeds the underlying book value by $1,455,000. The 
consolidated statement of Income includes the Com- 
pany’s share of the revenue and expenses of its 
associated companies. 


2.!ncome Taxes 


A subsidiary company reports its income for tax pur- 
poses on a cash basis, rather than the accrual basis 
on which the financial statements are prepared, thus 
deferring payment of income taxes on the accrued 


Auditors’ Report 


To the Shareholders of Monenco Limited: 

We have examined the consolidated balance sheet of 
Monenco Limited as at December 31, 1971 and the 
consolidated statements of income, earnings retained 
in the business and source and application of 
working capital for the year then ended. Our exam- 
ination of the financial statements of Monenco Limited 
and those subsidiaries and associated companies 
of which we are the auditors included a general 
review of the accounting procedures and such tests 
of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 
We have relied on the reports of the auditors who 
have examined the financial statements of the other 
companies. 


10 


income. This procedure is no longer permitted under 
the new Canadian Tax Act and the taxes deferred to 
1971 must be paid over a ten year period. However 
as no payments of deferred income taxes will be 
made during 1972, the deferred taxes are ex- 
cluded from current liabilities in determining working 
capital in the statement of source and application of 
working capital. Since this amount arises from the 
tax treatment of current assets, it is classified with 
current liabilities in the balance sheet. 


3. Remuneration of Directors and Officers 


Direct remuneration paid by the Company and its 
subsidiaries to senior officers aggregated $323,775 
in 1971 ($334,063 in 1970). No fees were paid to the 
Directors of the Company. 


In Our opinion these consolidated financial state- 
ments present fairly the financial position of the com- 
panies as at December 31, 1971 and the results of 
their operations and the source and application of 
their working capital for the year then ended, in 
accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the 
preceding year. 


PRICE WATERHOUSE 3c CO: 
Chartered Accountants. 


Montreal, Quebec 
March 28, 1972 
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